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Offered: A/22/87 5-0732L
Referred: Finance

Original sponsor: The Senate Special Committee
on Oil and Gas

IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 182 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the written findings required for
certain state oil and gas lease sales."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1, AS 38.05.035(e) is amended to read:

(e) Upon a written finding that the interests of the state will
be best served, the director may, with the consent of the commis-
sioner, approve contracts for the sale, lease, or other disposal of
available land, resources, property or interests in  them, and, in
addition to the conditions and limitations imposed by law, may impose
additional conditions or limitations in the contracts as the director
determines, with the consent of the commissioner, will best serve the
interests of the state. A contract for the sale, lease, or other
disposal of available land or an interest ir. land is not legally
binding on the state until the commissioner approves the contract but
if the appraised value is not greater than §50,000 in the case of the
sale of land or an interest in land, or 854000 in the ~case of the
annual rental of land or interest in land, the director may execute
the contract without the approval of the commissioner. Before a
public hearing, it held, or in any case no less than 21 days before
the sale, lease, or other disposal of available land, property, re-
sources, or interests in them, the director shall make available to
the public a written finding that sets out the facts and applicable
law upon which the determination that the sale, lease, or other dis-
posal will best serve the interests of the state was based. A written

SB0182¢ -1- CSSB 182(Res)
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finding is not required before the approval of

(1) a contract for a negotiated sale authorized wunder
AS 38.05.115;

(2) a lease of land for a shore fishery site under AS 38.-
05.082;

(3) a permit or other authorization revocable by the cora-
missioner;
(4) @ mineral claim located under AS 38.05.195;

(5) a mineral lease issued under AS 38.05.205; [OR]

(6) a production license issued under AS 38.05.207; or

(7) an oil or gas lease sale under AS 38.05.180(d). if
within 36 months before the lease sale a written finding under this
subsection has been made for the area of the proposed lease sale or
for an area that is contiguous with or adjacent to the area of the

proposed lease sale.

CSSB 182(Res) -2- SB0182¢c



<gggfo ALASKA STATE LEGISLATURE

SENATE SPECIAL COMMITTEE
ON OIL AND GAS

Senator Bettye Fahrenkamp P.0. Box V, State Capitol
Chairman _ Juneau, Alaska 99811
Senator Jack Coghill (907)465-3834

Senator Paul Fischer

MEMORANDUM

TO: Senator Johne Binkley, Co-Chairman
Senate Finance Committee

FROM: Senator Bettye Fahrenkampp/1Ctairman
Senate Special Committee on Oil and Gas

RE: Committee Hearing on SB 182

DATE: April 30, 1987

I would appreciate your scheduling SB 182, An Act relating to the
written findings required for certain state oil and gas lease
sales, for a hearing before the Senate Finance Committee.

Current statute requires that all proposed state oil and gas
lease sales be included in a yearly five year leasing program
submitted to the legislature. However, under certain
circumstances, sales that are not included in the five year plan,
or "exempt sales™, may be held. Exempt sales usually include
previously offered leases, areas adjacent to those leases, or
areas in which industry has shown high interest. Current statute
requires that a written best interest finding be made for most
exempt sales.

SB 182 would waive the best interest finding requirement for
exempt sales if a previous finding has been made for that area
within the preceding three years. This change may enable the
department to add new areas to the leasing schedule with reduced
administrative costs and delay.
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Offered: 4/22/87 5-0732L
Referred: Finance

Original sponsor: The Senate Special Committee
on Oil and Gas

IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 182 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the written findings required for
certain state oil and gas lease sales."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 38.05.035(e) is amended to read:

(e) Upon a written finding that the interests of the state will
be best served, the director may, with the consent of the commis-
sioner, approve contracts for the sale,lease, or other disposal of
available land, resources, property or interests in them, and, in
addition to the conditions and limitations imposedby law, may impose
additional conditions or limitations in the contracts as the director
determines, with the consent of the commissioner, will best serve the
interests of the state. A contract for the sale, lease, or other
disposal of available land or an interest in land is not legally
binding on the state until the commissioner approves the contract but
if the appraised value is not greater than $50,000 in the case of the
sale of land or an interest in land, or $5,000 in the case of the
annual rental of land or interest in land, the director may -execute
the cc tract without the approval of the commissioner. Before a
public hearing, if held, or in anycase no less than 21 dayshefore
the sale, lease, or other disposal of available land, property, re-
sources, or interests in them, the director shall make available to
the public a written finding that sets out the facts and applicable
law upon which the determination that the sale, lease, or other dis-

posal will best serve the interests of the state was based. A written

SB0182c -1- CSSB 182(Res)
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finding is not required before the approval of

(L) a contract for a negotiated sale authorized wunder
AS 38.05.115;

(2) a lease of land for a shore fishery site under AS 38.-
05.082;

(3) a permit or other authorization revocable by the com-
missioner;
) a mineral claim located under AS 38.05.195;
) a mineral lease issued under AS 38.05.205; [OR]
) a production license issued under AS 38.05.207; or
) an oil or gas lease sale under AS 38.05.180(d). if
within 36 months before the lease sale a written finding under this
subsection has been made for the area of the proposed lease sale or
for an area that is contiguous with or adjacent to the area of the
proposed lease sale.

CSSB 182(Res) -2- SB0182c



MEMORANDUM ~ State of Alesa

DEPARTMENT OF NATURAL RESOURCES DIVISION OF OIL AND GAS

to: Carol Wilson, Special Assistant date: February 3, 1987

to the Commissioner
FILENC:

IEimiourno  762-4241

subject-.  Proposals to Streamline
Exempt Lease Sale Process

While 1 was in Juneau the week of January 26-30, | was asked by both Senator
Bettye Fahrenkamp and Senator Jack Coghill for recommendations an how to
promote early exploration of the state"s lands; specifically, how to
streamline the procedures for exempt oil and gas lease sales. On January 30,
Ned Farquhar called me on behalf of Representative Sam Cotten and said that
Rep. Cotten might be interested in possible changes to Title 38 that would
make i1t easier to hold exempt acreage sales.

At present, exempt acreage sales must follow all of the procedural "hoops” ~
required of scheduled sales. One way to streamline the process would be to
apply previous best interest findings under AS 38.05.035 to the exempt sale
area. This would greatly reduce administrative costs and delay. 1 am sending
you a suggested change to AS 38.05.035 that would enable the state to hold
exempt sales without having®™ to write preliminary or final .035 best interest
findings if the leases offered are in, contiguous with or adjacent to an area
for which a written .035 finding has been prepared during the preceding 36
months. I would appreciate your discussing this proposal with the
Commissioner, and if it meets with her approval, transmitting it on my behalf
to Senators Fahrenkamp and Coghill and Representative Cotten.

AS 38.05.035(e). Amend by adding a new section (7), as fnllows: "{7) an
exempt oil and gas lease sale under AS 38.05.180(d) for which a written
finding has been issued, within a period of 36 months before the date of the
sale, for the area of the proposed sale, or for contiguous or-adjacent areas.*

cc: Mark Worcester
Pam Rogers
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Comments of
D. M. Smith

Exxon Company, U.S_A.
Senate Special Committee on Oil and Gas
SB-182
March 24, 1987

Good Afternoon. My name 1is Dan Smith arid 7 am a Senior Government
Affairs Representative with Exxon Company, U.S_A. 1 appear before
you today to offer Exxon®s support for Senate Bill 182.

Current law requires that Uland not included on the states five year
lease program for two years can only be offered for leasing under

specific conditions. Most of those conditions, require that the
Department of Natural Resources must., after a hearing, make a
written finding in order to lease the lands 1in question. Such lands

include land contiguous to already leased properties, land adjacent
to land owned or controlled by another party on which discoveries of
commercial quantities have been made, or land adjacent to Iland
included in the Federal O0C5 leasing program.

By streamlining the pre-leasing requirements to use existing
findings for these well studied areas, this bill would
simultaneously help the state avoid unnecessary costs and facilitate
leasing in known areas of interest. In supporting this bill, we
would hope that this accelerated timing would no. be so rapid as to
deprive potential bidders of time to adequately prepare to
participate in a lease sale.

We appreciate the opportunity to comment.

JDH/4284 :dag
3/23/87
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—ﬁ 38_05_180 Alaska Statutks §38.05.180

years preceding the year in which the sale is held, A lease sale shall
be held during the calendar quarter for which it is scheduled in the
proposed oil and gas leasing program but may be delayed bv the com-
missioner for not more than 90 days after the last day of the calendar
quarter forwhich it was scheduled ifthe commissionerdetermines that
a delay isin the bestinterest of the state. A lease sale which is not held
during the calendar quarter for which it was scheduled in the oil and
gas leasing program, or in the following 90-day period authorized by
this subsection, may be held only if rescheduled as provided in (b) of
this section. A lease sale may not be held before the date it is scheduled
in the proposed oil and gas leasing program.

(d) The commissioner may issue oil and gas leases in an area that
has not been included in a leasing E)rogram submitted, in accordance
with (b) of this section, to the legislature if

él) the land to be leased was previously subject to a valid state or
federal oil and gas lease; or

52) the land to be leased is contiguous to land already under state,
federal or private lease and the commissioner makes a written finding,
after hearing, that leasing of the land would result in a substantial
Frobability of early evaluation and development of the land to be
eased; or

(3) the land to be leased is adjacent to land owned or controlled by
another Barty on which a discovery of commercial quantities of oil or
gas has been made, and the commissioner finds, after hearing, that
there is a reasonable probability that the land to be leased contains oil
0r gas in communication with the oil or gas discovered on the land of
the other party; or

(4) the land to be leased is adjacent to land included in the federal
five-year Outer Continental Shelfleasing program under43 U.S.C. sec.
1344, and the commissioner makes a written finding, after hearing,
that coordinated or simultaneous leasing with the federal government
Is in the public interest.

(e) Simultaneously with submission ofthe Ieasin%program required
under (b) ofthis section, the commissioner shall submit to the legisla-
ture a report containing the following:

(1) the schedule ofall k ase sales held during the preceding calendar,
year, the bidding method or methods utilized, and an analysis of the
results of the bidding;

(2) ifdetermined, a description of the bidding methods to be used for
all lease sales to be held during the current and next two succeeding
calendar years;

(3) the reasons a particular bidding method has heen selected.

(f) The commissioner may issue oil and gas leases on state land to
the highest responsible qualified bidder determined by competitive
bidding under regulations adopted by the commissioner. Bidding may
be by sealed bid or according to any other bidding procedure the com-
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Offered: 3/25/87 5-0732B
Referred: Resources & Finance

Original sponsor: The Senate Special Committee
on Oil and Gas

BY THE SENATE SPECIAL
IN THE SENATE COMMITTEE ON OIL AND GAS

CS FOR SENATE BILL NO. 182 (0&G)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the written findings required for

certain state oil and gas lease sales."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 38.05.035(e) is amended to read:

(e) Upon a written finding that the interests of the state will
be best served, the director may, with the consent of the commis-
sioner, approve contracts for the sale, lease, or other disposal of
available land, resources, property or interests in them, and, in
addition to the conditions and limitations imposed by law, may impose
additional conditions or limitations in the contracts as the director
determines, with the consent of the commissioner, will best serve the
interests of the state. A contract for the sale, lease, or other
disposal of available land or an interest in land is not legally
binding on the state until the commissioner approves the contract but
if the appraised value is not greater than $50,000 in the case of the
sale of land or an interest in land, or $5,000 in the case of the
annual rental of land or interest in land, the director may execute
the contract without the approval of the commissioner. Before a
public hearing, if held, or in any case no less than 21 days before
the sale, lease, or other disposal of available land, oproperty, re-
sources, or interests in them, the director shall make available to
the public a written finding that sets out the facts and applicable
law upon which the determination that the sale, lease, or other dis-

posal will best serve the interests of the state was based. A written

SB0182b -1- CSSB 182(0&G)



finding is not required before the approval of

(1) a contract for a negotiated sale authorized wunder
AS 38.05.115;

(2) a lease of land for a shore fishery site under AS 38.-
05.082;

(3) apermit or other authorization revocable by the com-
missioner;
(4) amineral claim located under AS 38.05.195;

(5) amineral lease issued under AS 38.05.205; [OR]

(6) aproduction license issued under AS 38.05.207; or

(7) an oil or gas lease sale under AS 38.05.180(d), if
within 36 months before the lease sale a written findinR under this

subsection has been made for the area of the proposed lease sale.

CSSB 182 (0&6) -2- SB0182b
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1 IN THE SENATE %MMITT
2 SENATE BILL NO. 182

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to state oil and gas lease sales."

7 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

8 * Section 1. AS 38.05.035(e) is amended to read:

9 (e) Upon a written finding that the interests of the state will

10 be best served, the director may, with the consent of the commis-
11 sioner, approve contracts for the sale, lease, or other disposal of
12 available land, resources, property or interests in them, and, in
13 addition to the conditions and limitations imposed by law, may impose
14 additional conditions or limitations in the contracts as the director
15 determines, with the consent of the commissioner, will best serve the
16 interests of the state. A contract for the sale, lease, or other
17 disposal of available land or an interest in land is not legally
18 binding on the state until the commissioner approves the contract but
19 if the appraised value is not greater than $50,000 in the case of the
20 sale of land or an interest in land, or $5,000 in the case of the
21 annual rental of land or interest in land, the director may execute
22 the contract without the approval of the commissioner. Before a
23 public hearing, if held, or in any case no less than 21 days before
24 the sale, lease, or other disposal of available land, property, re-
25 sources, or interests in them, the director shall make available to
26 the public a written finding that sets out the facts and applicable
21 law upon which the determination that the sale, lease, or other dis-
28 posal will best serve the interests of the state was based. A written
29 finding is not required before the approval of

SB0182a -1- SB 182
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(1) a contract for a negotiated sale authorized under
AS 38.05.115;

(2) a lease of land for a shore fishery site under AS 38.-
05.082;

(3) a permit or other authorization revocable by the com-
missioner:
(4) a mineral claim located under AS 38.05.195;

(5) a mineral lease issued under AS 38.05.205; [OR]

(6) a production license issued under AS 38.05.207; or

(7) an oil or Ras lease sale under AS 38.05.180(d), if
within 36 months before the lease sale awrittenfinding under this
subsection has been made for thearea of theproposed lease sale or
for an area that is contiguous with or adjacent to the area of the

proposed lease sale.

SB 182 -2- SB0182a
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UEMIMIENT OF NATURAL RESOURCES 400 WILLOUGHBY AVE.

JUNEAU, ALASKA 99801-1796
PHONE: (907) 465-2400
OFFICE OF THE COMMISSIONER

March 24, 1987

The Honorable Bettye Fahrenkamp, Chair
Senate Special Committee on Oil and Gas
Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Senator Fahrenkamp:

Subject= Senate Bill 182, which would allow the Department
of Natural Resources to streamline procedures for exempt
acreage oil and gas lease sales.

Position: The Department of Natural Resources supports this
bill, with a slight change in wording, because it would
promote early exploration of state lands previously leased
or adjacent to existing oil and gas leases or discoveries.
Early exploration of exempt acreage will result in earlier
receipt of lease bonus and rental payments and, in the event
of a discovery, earlier receipt of royalties ar.u taxes.

Background: Exempt acreage oil and gas lease sales are
allowed under AS 38.05.180(d). To qualify, acreage must
have previously been subject to an oil and gas lease,
contiguous to land under an oil and gas lease, or adjacent
to land where a commercial oil or gas discovery has been
made.

Exempt sales need not be listed on the formal five-year

leasing schedule presented to the Legislature each January.
Exempt sales are requested by the oil and gas industry when
a genuine interest in leasing and exploring the area exists.

The department receives at least two or more requests for
exempt sales each year. Before an exempt acreage sale can
be held, just as for all other state oil and gas lease
sales, Division of Oil and Gas staff are required by

AS 38.05.035(e) to prepare a written finding that the
proposed sale 1is in the state"s best interest.

Since exempt sales are for previously leased acreage or for
areas adjacent to leased acreage, written findings for the
already leased areas are revised slightly to serve as the
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exempt acreage sale finding. However, since exempt acreage
written findings are prepared by existing staff, they can
only be completed as time is available.

This bill would allow the findings previously prepared for
the general sale area, if completed within 36 months of the
exempt sale, to meet the best interest finding requirement
for the proposed exempt sale.

Recommendation: Delete lines 13 and 14, page 2 and the word
"or" at the end of line 12, page 2. This will clarify the
intent of the bill.

Conclusion; By streamlining the exempt sale process,
additional exempt sales could be offered each year and less
time would elapse between the sale request and the sale.
Early exploration of exempt acreage land would be
encouraged. Public notice requirements would still be in
effect, as would all other oil and gas lease sale
requirements.

Please let me know if you would like additional information
about our oil and gas lease sale process.

cc; Committee Members
George Sullivan
Rod Swope
Commissioner Collinsworth, DF&G
Commissioner Kelso, DEC
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FURTHER: FINANCE
3/25/87 DATE TURNED INTO OFFICE
Mr. President:
RESOURCES Committee considered SB 182

state oil and gas lease sales.

and recpmmended:

BA replace with CS FOR S@> v ~ L A () ) Ifvrsame title
[ J or adopt CS FOR / )sfL-~new title

[ 1 attached amendment(s) and
<f~do pass

] do not pass

] no recommendation

1 1individual recommendations

1] further referral to

] letter of intent adopted
Committee [ ] attached or [ adopted fiscal note(s)

[ 1 new ] updated or [UT previous
[ 1 fiscal impact

OTHER RECOMMENDATIONS
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**E]SCAL NOTE(S) ATTACHED el r
IN ACCORDANCE WITH AS 24.0S.035
(see below)

3/12/87 DATE TURNED INTO_OFFICE__~
Mr. President:
Senate Sp. Com Oil & Gas Committee considered

state oil and gas lease sales.

and recommended:

[X replace with CS /$2-

[ 1 attached amendment(s) an&
do pass

] do not pass

1 no recommendation
individual recommendations

) further referral to

SB 182

[1 same title
Par new title

] 1letter of intent adopted and attached

faled Comm'} ee 03 attached or [ ] adopted fiscal note(s)
1 T zero [ 1 fiscal impact

OTHER RECOMMENDATIONS
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(] Committee Backup Attached





